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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: September 30, 2017 
 
CON# 1707-021 
 

 

APPLICANT: St. Thomas Rutherford Hospital 
 1700 Medical Center Parkway 
 Murfreesboro, Tennessee 37129 

 
CONTACT PERSON: Blake Estes 
 Saint Thomas Health 
 102 Woodmont Blvd., Suite. 800 
 Nashville, Tennessee 37205 

 
COST: $47,478,943 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
Saint Thomas Rutherford Hospital(STRH) seeks certificate of need approval for the expansion of its 
existing acute care services by the addition of 72 beds to their main campus at 1700 Medical 
Center Parkway in Murfreesboro, Tennessee 37219.  The project involves the construction of 
52,000 square feet of new hospital space.  Currently, the hospital has 286 licensed beds. If 
approved, the facility will have a total of 358 licensed beds. 
 
Saint Thomas Rutherford County is owned by Saint Thomas Health.  Saint Thomas is part of 
Ascension, the largest nonprofit health system in the United States and the world’s largest Catholic 
health system. 
 
The total project cost is $47,478,943 and will be funded through cash reserves as attested to in 
Attachment Section B-B5. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
NEED: 
The applicant’s service area includes Rutherford, Bedford, Cannon, Coffee, and Warren counties. 
 

 2017 2021 % Increase 
Rutherford 328,279 367,508 11.9% 

Bedford 50,845 54,178 6.6% 

Cannon  14,562 14,916 2.4% 

Coffee 56,423 58,331 3.4% 

Warren 41,019 41,578 1.4% 

Total 491,128 536,511 9.2%      

       Tennessee Population Projections 2000-2021, 2015 Revised UTCBER, Tennessee Department of Health 
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The applicant, Saint Thomas Rutherford Hospital (STRH), seeks to expand the number of acute 
care beds due to their high utilization of existing beds.  STRH is located in the Rutherford County, 
the fastest growing county in Tennessee.  Rutherford County is recognized as the primary service 
area, with Bedford, Cannon, Coffee, and Warren counties as secondary services areas.   
 
In 2010, STRH opened a replacement hospital at its current location, 1700 Medical Center 
Parkway, Murfreesboro, TN. Despite the new enlarged facility, bed utilization has been very high.  
With even a modest 1% increase, assuming the current bed need, STRH projects their med-surg 
bed utilization will be running at near 98% by 2019.  The goal of this project is to add enough 
beds to reduce the utilization rate to a more manageable 80%. 
 
The applicant sights the following factors for their high medical-surgical bed utilization rates: 

1. Increased inpatient utilization from Rutherford County 
2. Increasing inpatient utilization from throughout the region 
3. Increased observation patient utilization 
4. Increased observation utilization exceeding 24 hours 

 
STRH operates one of the busiest Emergency Departments in Tennessee with more than 90,000 
patient visits in 2016.  Besides the vast increase in county population, Murfreesboro Medical Clinic, 
the largest physician group in the community continues to add providers to its staff and averages 
more than 1,400 new patients per month.  These new patients continue to increase referrals and 
bed utilization for STRH. 
 
On a typical day, STRH has approximately 190 inpatients and another 60 outpatients (observation, 
surgical 23-hours stays) occupying beds.  While the inpatient bed utilization resides near 60%-
70%, accounting for the outpatients in beds drives total bed utilization closer to 90%.  There is a 
continued push among government and commercial payors to reduce inpatient hospital stays, 
resulting in a large increase in 24+ hour observations with patients occupying beds. The applicant 
provides a chart on page 4 of the application, sourced from internal financial reporting data 
outlining Average Daily Census and Occupancy rates. 
 
 Daily Inpatient Census Outpatients In A Bed Actual Daily Total Census 
FY2016 63,674 24,772 88,446 
Average Daily Census 174 68 242 
Occupancy 60.8% 23.7% 84.5% 
    
Last 12 Months 68,706 22,180 90,886 
Average Daily Census 188 61 249 
Occupancy 65.8% 

 
21.2% 87.1% 

Source: STRH Internal Financial data, page 4 of the application 

Service Area Occupancy Rates 
Facility County Licensed 

Beds 
Staffed 
Beds 

Inpatient 
Days 

Licensed Beds 
Occupancy 

Staffed Beds 
Occupancy 

Heritage Medical Center Bedford 60 52 5961 27.2% 31.4% 
Stones River Hospital Cannon 60 50 5469 25.0% 30.0% 
United Regional Medical Ctr. Coffee 49 36 3768 21.1% 28.7% 
Harton Regional Medical Ctr. Coffee 135 115 20532 41.7% 48.9% 
Saint Thomas Rutherford Rutherford 286 285 63,688 61.0% 61.2% 
TriStar StoneCrest Rutherford 109 109 18,252 45.9% 45.9% 
TrustPoint Hospital Rutherford 101 100 26,613 72.2% 72.9% 
Saint Thomas River Park Warren 125 125 10,204 22.4% 22.4% 
  925 872  46.3% 49.1% 

Source: 2015 Joint Annual Report for Hospitals 
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Acute Care Bed Need Projections for 2017 and 2021, Based On 2015 Hospital JAR 
 

Source: 2015 Joint Annual Report for Hospitals 

 
This project is the first hospital expansion application filed since the replacement hospital was 
completed and is consistent with the long range goals to maximize resources.  There are no 
outstanding or unimplemented certificates of need projects for the applicant. 
 
TrustPoint Hospital located in Murfreesboro (Rutherford County) has 28 beds yet to be 
implemented in CN1506-006A and 88 beds yet to be implemented in CN1606-024A.  No other 
hospital has unimplemented projects in the service area.  These beds are comprised of Medical 
detox, adult psychiatric, geriatric psychiatric, physical rehabilitation, adolescent psychiatric and 
child psychiatric beds. 
 
Additionally, the applicant provides excerpts from CN1606-024A TrustPoint Hospital increase of 88 
beds, “However, the beds requested are not general med-surg beds, but will be utilized as 
psychiatric and rehab beds.”  “Importantly, the services provided at TrustPoint Hospital are a direct 
and natural complement to the important and life sustaining services provided at St. Thomas 
Rutherford Hospital.  TrustPoint Hospital and St. Thomas Rutherford Hospital do not, in any way, 
compete for services.” 
 
The applicant maintains that the TrustPoint projects are distinctly different than the STRH acute 
medical-surgical bed project due to the separate services offered at each facility. And, that the 
approval of the TrustPoint projects continues to address the population growth in the area and 
supports the need for the requested STRH beds.  
 
TENNCARE/MEDICARE ACCESS: 
 
STRH provides care to all patients regardless of race, sex, ethnicity or income including contracting 
with Medicare and TennCare/Medicaid.  The table below shows the applicants projected payor mix 
for year one of the project.  
Payor Source Projected Operating Revenue % Of Total Revenue 
Medicare $705,858,825 46.7% 
TennCare/Medicaid $155,681,925 10.3% 
 
The applicant provides an extensive list of managed care providers currently contracted as part of 
the Saint Thomas Health network on pages 46-R and 47 of Supplemental 1.   
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 

COUNTY 2015 CURRENT PROJECTED PROJECTED 2015 ACTUAL BEDS SHORTAGE/SURPLUS 

 INPATIENT          
DAYS 

ADC    NEED ADC-2017 NEED 
2017 

ADC-2021 NEED 
2021 

LICENSED STAFFED LICENSED STAFFED 

Bedford 6,017 17 26 17 27 18 28 60 52 -32 -24 

Cannon 5,338 15 24 15 24 15 24 60 50 -36 -26 
Coffee 26,086 72 91 73 93 75 95 209 163 -114 -68 

Rutherford 108,244 297 371 312 390 344 430 496 494 -66 -64 
Warren 11,920 33 46 33 46 33 47 125 125 -78 -78 
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utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Projected Costs Chart is located on page 36 of the application, 

which outlines a total project cost of $47,478,943, consisting mainly of architectural and 
engineering fees, construction costs, fixed and moveable equipment, and furnishings.  While 
the cost per square footage is high comparable to other expansion projects at $427/sq.ft, it 
is within normal costs for vertical type expansions as verified by a Construction Cost 
Verification Letter, Attachment Section B-A5.5 

 
 

Historical Data Chart: the historical data chart is located on page 38 of Supplemental 1, 
detailing a 37% increase in patient days from 2014 to 2016. 
 

 Year 2014 Year 2015 Year 2016 % change 
Patient Days 57,127 66,567 78,502 +37% 
Net Operating Rev $257,009,175 $285,292,354 $304,088,468  
Net Income $38,310,185 $45,868,852 $52,958,374  

 
 
Projected Data Chart: The Projected Data Chart is located on page 41-R in Supplemental 
1 of the application. 

 
 Year 2020 Year 2021 % change 
Patient Days 80,924 82,089 +1.4 
Net Operating Rev $338,631,000 $350,113,000  
Net Income $57,993,000 $58,584,000  

 
The applicant projects their average gross charges to be $18,678 and $19,597 in years one and 
two of the project.  Average deductions are projected of $14,493 and $15,332, with average net 
charges of $4,185 and $4,265 in years one and two of the project respectively.  Year two average 
net charges represent a 10.1% increase over the current 2017 net charges.  But, comparing 
average net charges from 2016 to year two of the project, there will be a modest 0.1% increase. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
 
The STRH replacement hospital was designed for vertical expansion above the existing patient bed 
tower.  This tower is configured with 36 beds per floor.  This project would add sixth and seventh 
floors atop the current fifth floor with the same 36 patient bed configuration.  While the cost per 
square foot is high compared to other bed expansion projects at $427/sq. ft., it is within the 
normal range of construction costs for vertical type building expansion. Vertical expansion is 
unique as the construction is atop a fully functioning hospital.  This requires many costly factors 
and cannot be compared to other types of hospital expansion.   STRH was initially designed for 
vertical expansion was deemed the most efficient alternative to address increased bed expansion. 
 
This expansion is part of a specialty inpatient unit intended to meet the needs of both the 
traditional inpatient and extended stay outpatients.  These long stay outpatients require 
monitoring, staffing, and facilities comparable to a traditional inpatient.  With the governmental 
and commercial payors continuing to implement increased pressure to reduce inpatient stays, 
placing observation patients of more than 36 hours in traditional observation units simply is not the 
standard of care needed. 
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STRH is currently staffed for a census of 277 patients. A census of 285 patients is projected for 
Year 2 of the project and will require approximately 31 more clinical FTEs than are currently on 
staff. 
 
Through a partnership with the University Of Tennessee College Of Medicine, STRH’s emergency 
department is the home for the UT Emergency Medicine Residency Program. 
 
QUALITY MEASURES: 
The applicant has provided a copy of their latest Joint Commission survey, which was approved for 
accreditation on January 14, 2016 and is valid for 36 months.   
 
The applicant is licensed by the Tennessee Department of Health, license number 0000000100. 
 
STRH participates in extensive training and clinical affiliations.  A detailed listing is supplied in 
Attachment Sections B-C3 
 
STRH provides a Quality Management Plan in Attachment Section B-C2 
 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

ACUTE CARE BED NEED SERVICES 
 
 
1. The following methodology should be used and the need for hospital beds should be 

projected four years into the future from the current year: 
 
 Using the latest utilization and patient origin data from the Joint Annual Report of Hospitals 

and the most current population projection series from the Department of Health, perform 
the following: 

 
  Step 1 
 
  Determine the current Average Daily Census (ADC) in each county. 
 
    Patient Days 
   ADC = 
    365 (366 in leap year) 
 
  Step 2 
 
  To determine the service area population (SAP) in both the current and projected year: 
 
  a. Begin with a list of all the hospital discharges in the state, separated by county, 

and showing the discharges both by the county where the patient actually lives 
(resident discharges), and the county in which the patient received medical 
treatment. 

 
  b. For the county in which the hospital is (or would be) located (service county), 

determine which other counties have patients who are treated in your county 
(resident counties).  Treat all of the discharges from another state as if that whole 
state were a single resident county.  The total discharges of residents from 
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another state should be calculated from state population estimates and the latest 
National Center for Health Statistics southeastern discharge rates. 

 
  c. For each resident county, determine what percent of their total resident discharges 

are discharged from a hospital in your service county (if less than one percent,  
 
 
disregard). 
 
  d. For each resident county, apply the percentage determined above to the county’s 

population (both projected and current).  Add together the resulting numbers for 
all the resident counties and add that sum to the projected and current population 
of your service county.  This will give you the service area population (SAP). 

 
 Step 3 
 
 Determine projected Average Daily Census as: 
 
  Projected SAP 
  Projected ADC = Current ADC X 
   Current SAP 
 
 Step 4 
 
 Calculate Projected Bed Need for each county as: 
 
 Projected Need = Projected ADC + 2.33 x √Projected ADC 
 
 
 However, if projected occupancy: 
 
   Projected ADC 
  Projected Occupancy:  x 
100 
   Projected Need 
 
 is greater than 80 percent, then calculate projected need: 
 
   Projected ADC 
  Projected Need = 
   .8 
 
2. New hospital beds can be approved in excess of the “need standard for a county” if the 

following criteria are met: 
a) All existing hospitals in the projected service area have an occupancy level greater than 

or equal to 80 percent for the most recent Joint Annual Report.  Occupancy should be 
based on the number of licensed beds that are staffed for two consecutive years. 
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Acute Care Bed Need Projections for 2017 and 2021, Based On 2015 Hospital JAR 
 
 
 
 

 
 
 
 

The applicant states STRH should be given special consideration due to the following factors: 
1. Increased inpatient utilization from Rutherford County 
2. Increasing inpatient utilization from throughout the region 
3. Increased observation patient utilization 
4. Increased observation utilization exceeding 24 hours 

 
b) All outstanding CON projects for new acute care beds in the proposed service area are 

licensed. 
TrustPoint Hospital located in Murfreesboro (Rutherford County) has 28 beds yet to be 
implemented in CN1506-006A and 88 beds yet to be implemented in CN1606-024A.  No 
other hospital has unimplemented projects in the service area.  These beds are 
comprised of Medical detox, adult psychiatric, geriatric psychiatric, physical 
rehabilitation, adolescent psychiatric and child psychiatric beds. 

 
 c) The Health Facilities Commission may give special consideration to acute care bed 

proposals for specialty health service units in tertiary care regional referral hospitals. 
 
The applicant is seeking approval under the special consideration guideline. On a typical day STRH 
has approximately 190 inpatients, and approximately 60 observation patients that may stay more 
than 36 hours, producing occupancy rates of near 90%.   
 
STRH qualifies as a tertiary care hospital based on the following advanced service offerings: 

1. Thoracic Surgery 
2. Interventional Cardiology, Electrophysiology, and Heart Failure Medicine, Nuclear 

cardiology subspecialties 
3. Vascular and Interventional Radiology 
4. Medical Residency training program for Emergency Medicine and Family Medicine 
5. Interventional Gastroenterology 
6. GYN Oncology 
7. Neurology/Neurosurgery 
8. Maternal-Fetal Medicine 
9. Neonatal 
10. Vascular Surgery 
11. Infectious Disease 
12. Radiation Oncology 
13. Palliative Medicine 

 

COUNTY 2015 CURRENT PROJECTED PROJECTED 2015 ACTUAL BEDS SHORTAGE/SURPLUS 

 
 

INPATIENT          
DAYS 

ADC    NEED ADC-2017 NEED 
2017 

ADC-2021 NEED 
2021 

LICENSED STAFFED LICENSED STAFFED 

Bedford 6,017 17 26 17 27 18 28 60 52 -32 -24 

Cannon 5,338 15 24 15 24 15 24 60 50 -36 -26 
Coffee 26,086 72 91 73 93 75 95 209 163 -114 -68 

Rutherford 108,244 297 371 312 390 344 430 496 494 -66 -64 
Warren 11,920 33 46 33 46 33 47 125 125 -78 -78 
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STRH provides a chart on page 18 of the application outlining their secondary service area patient 
volume continues to increase, as well as increases in the tertiary service area counties. 
 
As part of their regionalization strategy, STRH is the referral hub for the Saint Thomas Health 
Regional Hospital network accepting referrals from: 

x Saint Thomas DeKalb Hospital 
x Saint Thomas Highlands Hospital 
x Saint Thomas River Park Hospital 
x Saint Thomas Stones River Hospital 


